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Reguiatory Changes
Title 4, Division 11 is amended to read:

§ 8034. General Fees.

Addition of a new annual fee categorv, Any bond issued that is not eligible for allocation of volume cap
will be assessed a fee of one tenth of one percent (001} of the face value of the bonds issued, and them an
annual fee of five one-hundredths of one percent (.0005) of the oulstanding balance vearly (minimum
amiuad fee of $1,000 and a maxinaim annual fee of $75,000).

The Authority charges sfe¢ the following tees for reasonable and necessary administrative and program
expenses connected with the sale of bonds-:

(2] Where the Hnanciny requested o pot elleible for allocation of volume cap mursuant fo 26 U 5 O
Section 146, the Authority chareges a fee for reasonable and necess:

ey admimsirative aod provram
expenses connected with the sale of the bonds. Foy an apolicant who is not aosemall business as defned i
Section 3020, the fee shall be one tenth of one percent L0011 of the face value of the bonds ssued, In

1

addition, the Authority will charge an aonual fee eacly vear for the life o the fnancial assistance o the
amount of ive one-hundredihs of one percent (OG0S5T of the remaunnge balance of the Mnancial agsistance,

with o minimum annual fee o $1.000 and a mycoamum annual fee of $75.000.

by in all other fnancings, Fthe fee shall be two tenths of one percent (.002) of the face value of the bonds
issued.

(2} The applicant shall also reimburse the Authority for ali reasonable and necessary out of pocket
expenses which the Authority may incur at the applicant's request and all other expenses direct or indirect,
properly allocabie to the proposed financing. Unless paid out of the proceeds of the bonds issued, all fees
for a particular proposed financing shall be paid by the applicant and deposited in the Authority FFund.
The Authority shall be authorized to use general fees deposited in the Authority Fund to support
Authority programs, including, but not lumied to, the Capital Aceess Loan Program authorized by Article
7 of this Division 11.

Note: Authority cited: Section 44520, Division 27, Health and Safety Code, Reference; Sections 44520,
44525 and 44537.5, Division 27, Health and Safety Code.

§ 8035. Smalt Business Assistance Fund Fees.

The proposed change to this section reduces the current maximum SBAF fee from one percent ((01) to
sixty-six one-hundredths of one percent ((0066) of the face value of any tax exempt bonds issued.

(a) The Authority shall charge an applicant who is not a small business as defined in Section 8020 a fee in
addition to the fees required by Sections 8033 and 8034, The additional fee shall fund the Small Business
Assistance Fund (SBAF). The amount of the fee shall be sixtv-six one-hundredilis of one percent {4
0066) of the face value of any tax exempt bords issued and three tenths of one percent {.003) of the face
value of any taxable bonds issued; provided, that in connection with the issuance of taxable bonds for
which the .003 fee is charged, if such taxable bonds are refinanced with or converted {o tax exempt bonds,
the applicant shall pay an additional fee for deposit into the Small Business Assistance Fund in the
amount of seven-tesths hirty-six one hundredins of one percent (887 ,0034) of the face value of such
taxable bonds. In the case of refunding or conversion of bonds, the fee percentage applicable on the date




the original bonds were issued will be used to determine if additional SBAF fees are collectable. 1f the
company did not pay a SBAF fee originally, the current fee percentage will apply to refundings or
conversions. If federal tax law or other legal provisions prevent the imposition of the above fees, each fee
shaltl be the maximum that can legally be charged.

(b} The Autherity shall refund a portion of the fee charged pursuant to subdivision {a) of this section if the
accurrence of a subsequent event causes the original fee to exceed the amount allowed by federal tax law
provisions, causing the bonds o lose their tax exempt status. The refund shall be the difference between
the original fee charged and the maxinmm fee subsequently determined to be chargeable by bond counsel
approved by the Authority.

(¢) The Authority shall refund a portion of the fee charged if, in the judgment of the Authority, the
amount in the Small Business Assistance Fund account exceeds the amount needed to operate the Small
Business Assistance Fund program and to assist small businesses obtain {inancing. If the Authority makes
a refund pursuant to this subdivision, the amount of the refund pavable to each applicant shall be
computed by multiplying the total amount to be refunded by the percentage each applicant contributed in
fees to the total fees collected pursuant te this section.

(d) If an applicant refinances existing bonds with the issuance of new bonds, it shali receive a credit
against the fee charged pursuant to this section in an amount equal to the net Small Business Assistance

Fund fees paid on the earlier bonds.

Note: Authority cited: Section 44520, Division 27, Health and Safety Code. Reference: Section 44548,
Division 27, Health and Safety Code.

§ 8042, Eligibility for Assistance.

Addition of a section defining the tvpes of projects that small businesses will now be required to pay the
annval fee under Section 8034 — General Fees.

(a) An applicant, to be eligible for assistance, shall meet the following criteria:
(1) It shall be a small business as defined in Section 8420,

(2) Tt shall seek financing for a project that complies with the Act {conuinencing with Health and
Safety Code Section 44500). '

(3) In connection with assistance in accordance with Section 8043 of this article, i shall seck
financing that is no less than $500,000.

{4) Tt shall demonstrate a financial capability to make debt service payments and shall provide such
collateral security (in the form of deeds of trust, security agreements, reserves, third party
guaraniees or other methods) as may be required by the holders of the bonds, the lender in a
conventional loan, and the Authority as guarantor.

(b) An applicant shall receive assistance, provided sufficient funds are available, when the following
conditions are satisfied:

(1Y The Authority has accepted the applicant's request for financing pursuant to Section 8032,



(2} The Authority has determined that the applicant is eligible pursuant to subdivision (a} of this
section.

(3} The Authority issues bonds to finance the applicant's project or the Authority approves a
guarantee of a conventional loan which will finance the applicant's project.

{3 This secton shall not apoly where the Dnancing requesied s not eligible for ibe allocation of volume
cap prrsuant (o 26 118 ) Section 146,

Note: Authority cited: Section 44520, Division 27, Health and Safety Code. Reference; Section 44548,
Division 27, Health and Safety Code.

§ B043. Assistance.

Clarification of eligibility related to Section 8042, Projects submitied by eligible small businesses that
are not eligible for volume cap allocation would be required to pay general fees, as outlined in Section
8034 {a).

In addition to other assistance which the Authority shall be authorized to provide in accordance with this
division:

(a) The Authority shall be authorized to provide any part or combination of the assistance described
below, but the Authority shall not be required to provide any particular form of assistance 10 any
applicant. The Authority shall be authorized to provide the form or forms of assistance that, in its
Judgment, will most effectively assist the applicant to (i) achieve linancing for the project; (3i) obtam a
bond rating of “A” from a national bond rating service if bonds are issued publicly; and (iii) obtain an
effective interest rate for all or a portion of the tenm of the financing which, in the Auathority’s judgment,
is comparable at the time of financing to the prevailing market rates which would be paid by larger
businesses for similar types of financing (but for any conventional loan not lower than the “prime rate”
then prevailing):

(1) Pay for the reasonable costs of issuing bonds or obtaining conventional loans. For bond issues,
these costs include bond counsel fees, underwriter or placement agent fees or discount and related
expenses, printing fees, fees to due to other state agencies, accounting fees, consultant’s fees, and
other expenses directly related to the issuance of bonds that are normally paid from the proceeds
of a bond issued at the time of closing. For conventional loans, these costs include counsel fees,
loan origination fees, consultant’s fees, and other costs normally incurred in obtaining a
commercial loan. The costs of issuing bonds or obtaining conventional loans shall not inciude
expenses mcurred by the applicant for other attorney fees, staff time, or other expenses related to
the application for financing.

(2y Provide financial assistance to reduce the annual fees or premium for a ietter of credit, surety
bond, insurance policy, or other credit enhancement.

{3) Guarantee to the bond holder, conventional lender or provider of a letter of credit, surety,
insurance policy, or other credit enhancement all or a portion of the indebtedness; provided,
however, that in no event shall the aggregate amount of such guarantees outstanding at any time
with respect to any applicant exceed $2,000,000,

(4) Provide financial assistance o reduce the interest rate on conventional leans or bonds by not
mare than two percent (2%),



(b) The Authority shall waive the fees it charges pursuant to Section 8034 for all applicants meeting the
conditions contained in Section 86424,

(¢} The Authority alone is authorized to approve assistance. The commitment to provide assistance shall
be valid only when it is included in a written contract executed by both the Authority and applicant or
group of applicants.

Note: Authority cited: Section 44520, Division 27, Health and Safety Code. Reference: Section 44548,
Divigion 27, Health and Safety Code.
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California Pollution Contrel Financing Authority

Bond Program
Emergency Regulation Readopt

The California Pollution Control Financing Authority {CPCFA) organized and operating
pursuant to Sections 44500 through 44563 of the California Health and Safety Code proposes to
readopt the emergency regulations.

CPCFA amended Sections 8034, 8035, 8042 and 8043, of Title 4 of the California Code of
Regulations (the “Amended Regulations™) concerning the administration of the California Pollution
Control Financing Authority’s Bond Program (the “Program™). These regulations were adopted on an
emergency hasis on October 14, 2009.

CPCFA has been diligently working on its permanent regulation language. It is infended that
the Notice of Proposed Rulemaking will be submitted on April 27, 2010 to be published on May 7,
2010 which will begin the 45 day written comment period. Re-adoption of CPCFA’s emergency
regulations will ensure that CPCFA has the time necessary to complete its permanent regulations
process.

Sincerely,

Hlicker Ypor

Michael Paparian,
Executive Director



FINDING OF EMERGENCY
CALIFORNIA POLLUTION CONTROL FINANCING AUTHORITY
Title 4, Division 11
Finding of Emergency

Pursuant to Section 44520(b) of the Health and Safety Code, the regulations being
amended herewith by the California Pollution Control Financing Authority (the
“Authority”) as emergency regulations (the “Emergency Regulations”) are, by legislative
mandate, necessary for the implementation of small businesses assistance and the
immediate preservation of the public peace, health and safety, and general welfare.

Necessity

These Emergency Regulations are necessary to implement, interpret and make
specific Articles 3 and 4 of the California Pollution Control Financing Authority Act (the
“Act”).

Authority and Reference

Authority: Sections 44520(a), 44520(b) 44525(a) and 44548(a)(2), Health and
Safety Code. Section 44520(b) of the Act authorizes the Authority to adopt regulations
relating to small business financing as emergency regulations and instructs the Office of
Administrative Law to consider such regulations to be “necessary for the immediate
preservation of the public peace, health and safety or general welfare.” Sections
44520{z), 44525(a) and 448548(a)2) of the Act authorize the Authority to adopt
necessary regulations to charge reasonable application and project fees to reimburse the
Authority for costs incurred in administering applications for financing.

Reference: Sections 44525(a) and 44548(a}(2) of the Health and Safety Code.
These Emergency Regulations implement, interpret and make specific Sections of the Act
by amending Sections 8034 and 8035 of Title 4, Division 11, Article 3 and Sections 8042
and 8043 of Title 4, Division 11, Article 4 of the California Code of Regulations.

Informative Digest

Existing law establishes the Authority to charge reasonable application and
project fees to reimburse the authority for costs incurred in administering applications for
financing pursuant to Section 44525 of the Health and Safety Code.

Under existing law, the Authority shall adopt regulations for the operation of the
small business assistance funds, the amounts and any payment schedule or the fees,
charges, or deposits, eligibility standards for small businesses desiring to use or benefit



from the small business assistance funds, and other matters the authority determines to be
necessary for the establishment and maintenance of small business assistance funds.
(Health and Safety Code, § 44548(a)(3))

The proposed amendments add a general fee category, amend the small business
fund assistance fees and make clarifying changes to existing regulations. These
amendments are the result of periodic evaluation of the regulations and issues
encountered during specific loan transactions. The proposed amendments and objectives
for each section are as follows:

Section 8034. Addition of a new annual fee category. Any bond issued that is not
eligible for allocation of volume cap will be assessed a fee of one tenth of one percent
(.001) of the face value of the bonds issued, and then an annual fee of five one-
hundredths of one percent (.0005) of the outstanding balance yearly (minimum annual fee
of $1,000 and a maximum annual fee of §75,000).

Section 8035. The proposed change to this section reduces the current maximum SBAF
fee from one percent (.01) to sixty-six one-hundredths of one percent (.0066) of the face
value of any tax exempt bonds issued.

Section 8042. Addition of a section defining the types of projects that small businesses
will now be required to pay the annual fee under Section 8034 — General Fees.

Section 8043. Clarification of eligibility related to Section 8042. Projects submitted by
eligible small businesses that are not eligible for volume cap allocation would be required
to pay general fees, as outlined in Section 8034 (a).

Other Matters Prescribed by Statutes Applicable to the Specific State Agency or to
any Specific Regulation or Class of Regulations

No other matters are prescribed by statute applicable to the Authority or to any
specific regulation or class of regulation pursuant to Section 11346.1(b) or 11346.5(a)(4)
of the Government Code pertaining to the Emergency Regulations or to the Authority.

Mandate on Local Agencies or School Districts
The Executive Director of the Authority has determined that the Emergency
Regulations do not impose a mandate on local agencies or school districts.
Fiscal Impact
The Executive Director of the Authority has determined that the Emergency
Regulations do not impose any additional cost or savings requiring reimbursement under

Section 17500 et al of the Government Code, any other non-discretionary cost or savings
to any local agency or any cost or savings in federal funding to the State. Pursuant to the



State Administrative Manual Section 6680, a Fiscal Impact Statement (Form 399) is
submitted without the signature of a Project Budget Manager at the Department of
Finance, as there are no fiscal impact disclosures required by State Administrative
Manual Sections 6600-6670. There will be no cost or savings to any State Agency
pursuant to Section 11346.1(b) or 11346.5(a)(6) Government Code,

('S



